OCX^ONENT RESUME 



ED 080 039 



HE 004 339 



AUTHOR 
TITLE 

INSTITUTION 

PUB DATE 
NOTE 

JOURNAL CIT 

EDRS PRICE 
DESCRIPTORS 



Robinson, Daniel D. . 

Accounting Principles and Financial Statements. 
National Association of Coll. .and Univ. . Business 
Officers, Washington, D.C. . 
May 73 
6p. - 

Professional File; v4 n3 p1-6 May 1973 
MF-$0.65 HC-$3.29 

Budgeting; Colleges; Costs; Educational 
Administration; ^cEducational Finance; ^Expenditures; 
"i^Financial Needs; ^^Higber Education; ^tscbool 
Accounting; Universities 



ABSTRACT 

This document presents the background ajtid analysis of 
the American Institute of Certified Public Accountants (AICPA) guide 
to auditing colleges and universities. Highlights include t^e 
approval of the market value opti<m, the treatment of endowiqent 
gains, debt services as transfers, the decisions on pledges, the use 
of financisUL statements, the treatment of total return, categories of 
current funds revenues/expenditures, coupling financial and 
statistical information, and greater uniformity among nonprofits. 
(HJM) 
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The American Institute of Certified Public Accoiin- 
tavts IS preparing to publish its new guide. Audits of 
Colleges and Universities, the first such guide in the 
field of higher education and a document certain to 
have great influence on institutional accounting and 
reporting practices. 

In publishing the accompanying paper NACVBO 
presents for the information of its members a compre- 
hensive analysis of the guide-~and particularly of its 
significance in relationship to CUBA (I96S)~hy a 
man uniquely equipped to make such comment. 
Mr. Robinson not only is Chairman of the AICFA 
committee by which the guide was developed, but he 
also serves, as he has sensed since its inception, as *in 
ex officio member of the NACUBO Accounting Prin- 
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ciples Committee. His paper is considered by the 
Accounting Principles^Committee a full and balanced 
coverage of a development iri which NACVBO has 
a deep interest. ^ 

The present text brings up to date materials pre- 
sented by Mr. Robinson at the 1973 workshop of the 
Eastern Association. It highlights those points 
upon which the AICFA committee responded-^favor- 
ably in almost all cases^to the NACVBO recommen- 
dations submitted to AICPA by the Board of Directors 
last DecQnher (NACVBO Special Report 72-13), In 
the new rex*ision of CUBA now going forward 
NACUBO\s Accounting Principles Committee will 
be reexamining principles iri the light of the thinking 
that zuent into the dei*elopment of the guide. 
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Over three years ago the American Institute 
of Ceitified Piihlu A(countants created a Committee 
on College and Uni\ersity Accomuing and Auditing. 
Since that time, the < oninuttee has k'en developing an 
audit guide that would serve as an authoritative 
source of infoimation to the indejx'ndent auditor in 
perfoiming his attest fumtion foi in.stitinions of 
highei education. 

Fiom the iiuepiion of its work, tluscommittee has 
recei\ed important suppoit and cooperation from 
the college and university cominunity. First of all, 
the (onunittee was able to make extensive use of liter- 
ature already in the field, nu)st particulaily tlu' 19H8 
revision of College and Vniversity Bvsiness Admin- 
istration published by the American Council on Edu- 
cation. Secondh, two represeiuatives of the National 
As.so(iation of (k)ll«*ge and University Business Of- 



fiteis ha\'e seived as NAC'UBO's liaison represeiua- 
tives to the Institute, participating in all meetings of 
the Instituie committee almost fiom the beginning.* 
As Chaiiman (;f the Institute coitunittee, I have acted 
as liaison with the NACUBO Aecounling Principles 
Conmiittee. In tins fashion, a very close working re- 
lationship was maintained over the eiuire peiicxl of 
thedevelopmeiH of the audit guide. 

It is impoitant to note that prioi to this, the senioi 
comminees of ihe Institute had done little to punide 
specifi( guidance to indeix'ndent auditors* woiking 
with nonprofit organizations geneiall). Almost all 



*> J ICVBO's representatives are Clarence Scii'*ps, 
Exeaitive Vice President, Tulane Vniversity, and 
Robert B. Gilmore, Vice President for Business and 
Finance, California Institute of Technology,, 
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pionouiicemciH.s ol the Accounting Principles Board 
(APB) and the 0)niinittee on Auditing Procedures 
(C!AP) weie limited to business enterprises. In the late 
I9()0s, howevei, the Institute lx.'came deeply involved 
ill nonprofit accounting thioiigh the cieation of a half 
do/en committees that were chaiged wifh the respon- 
sibility of producing audit guides for such diveise 
entities as hospitals colleges and universities, private 
foimdations, voluntary health and welfare oigani/a- 
tions, governmental organizations and the like. Oiie 
of the concerns of the Institute, then and now, is the 
different ways in which diverse types of nonprofit 
oiganizations treat the same tyj>es of financial trans- 
action. Of concern to some, too, are the differences 
between nonprofit and business enterprise accounting 
practices, particularly with regard to fund accounting, 
clepieciation, and determination of net income. These 
multiple activities and concerns made more difficult 
the work of the College and University Committee 
and inflnencc»(j, to some extent, some of the final deci- 
sions lespecting sjx'cific accounting practices sanc- 
tioned or prohibited by the audit guide. 

Exposing the Audit Guide Draft 

By the summer of 1972, a draft of the guide was 
approved for exf)osure by the Institute's senior com- 
mittees. Arrangements were made through NACUBO 
to provide copies to all meinber institutions and to 
other institutions and interested organizations. Re- 
gional meetings were held imder the auspices of the 
four regional business officer associations. Individual 
college officials, inde|)endent C,P,A,s, state auditors, 
coordinating (ountils of highei education, and state 
C^.P.A. society representatives wrote in their com- 
ments. All of these materials were made available to 
all committee members and the NACUBO liaison 
representatives. Finally NACUBO presented a sum- 
mary ix)sition paiXT prepared by its Accounting 
Principles Committee and approved by its Board of 
Directors, Our commiitee met three times, during 
which all significant comments were reviewed, many 
issues weie thoroughly reconsidered, some impoitant 
changes were made, the guide was completely re- 
wiitten,and \\\v levised draft was submitted for ballot, 
approved b> the committee, and referred to the APB 
for final approval, which it has received. 

For the most part, much of what is in the audit 
guide wdl be familiar to most college and iiniversity 
busmessolficeis, pailly because it carries forward what 
has l)een recognized as generally accepted in the 
industiy for many years, and partly because of the ex- 
tensiv<' publicity and discussion that has surrounded 
the development of the guide over the past three and 



one-half >eais. CxMtainl> this paiticular publication 
.should corneas no surpii.se to anyone who has stayed 
up to date with the literaturecoiningoutof NACUBO^ 
and elsewheie. 

At the same time, there are .some differences Ik*- 
tween the audit guide and the 1968 veision of the 
CUBA manual. It would Ik* useful, I think, to high- 
liglit what these are. In addition, there are some 
thoughts about future de\elopments which I would 
like to mention that might be useful in |X)inting out 
the differences Ix'tween what could bc» achieved in an 
audit guide and what might bc» done when research 
of a different sort is jx)ssible.: 

The Differences in Basic Statements 

The first ty|>e of difference between the guide and 
the manual is in the preferred forms of presentation of 
the basic financial statements. Essentially, the balance 
sheet is not ladically different from that shown in the 
manual, although greater attention is shown to the 
need to distinguish l>etween unrestrictc*d and restricted 
funds in each of the fund groups. The statements of 
changes in fund balances, which are presented sep- 
arately in the manual, are pulled together in a coluni- 
nai statement and 'ihown as Exhibit B in the guide. 
Much attention and thought were given to the col- 
umnar statement of changes in fund balances and 
some imix>rtant rearrangement of information is set 
forth in the sainole exhibit. For one thing, the cuirent 
funds, particularly unrestricted current funds, are le- 
IX)rted broad in this statement rather than net, The 
revenues and other additions are reported first, fol- 
lowed b\ exfX'nditures and other deductions, transfeis 
among funds, and finally a net change foi the year for 
each of the fund gioups, This is followed by the o|x*n- 
ing balance and then the closing balance. In this 
fashion, a better view of the total activity for the yeai 
can be presented to the reader and ceitain key relation- 
ships among the funds are highlighted. 

One of the most imixjrtant changes lelates to the 
.statement of curient funds revenues, expenditures and 
transfers, which is referred to in the guide as the state- 
ment of curient funds revenues, ex|x.Miditures, and 
other changes. This is more than simply a change in 
terminology, but rather reflects the far t that this third 
statement is supportive of the statement of changes in 
fund balances rather than bt^ing something totally 
detached from it. The concept here is that the bottom 
line on the statement of current funds revenues, expen- 
diture's, and other change's must be absolutely the .same, 
both for unrestricted and restricted current funds, as 
that shown in the statement of changes in fund bal- 
^ances. Furtheimore, the so-called **gilts applied** 
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mfth(xl of rqxjriing unrfsiricicd gifts, as illustrated 
and druribal in the iiianual, is eiiininated in the 
guide, hi its place is the re(|uirement to repjoit all tin- 
restiided gihs in the statement of (Uiieiil funds ie\- 
cnues, exiK'iulituies, and other changes in the year 
ie(ei\ed, A separate column might Ik* used in that 
statement foi gifts, but a total column must then be 
used showing the total of all tiansactions lelated to 
uniestiicted (unent funds. 

A somewhat greatei emphasis is also placed in the 
guide on the re(|uirement to provide additional infoi- 
mation (onceining in\estment |X'ifoiman<e, With the 
a(hent of the total return concept and the greatei 
awaieness of the need to incuasc tlie produ(tivit\ of 
endowment and similai iunds, the readers of financial 
statements of colleges and uni\crsities are l(x>king 
mo;e dosely at investment jXTformanc e. To date, the 
disclosuie recjuirements have Ixrn ver) slim and we 
feel that this ought to Ix* impioved. 

Approval of the Market Value Option 

A < losel> related i mw, namely, the \alue at whi( h 
in\(sunents are to Ix* (airied. Ixrame a hist miiuite 
change in the guide and similai ly a last minute differ- 
ent between the guide and the manual. The manual 
has consiMently taken the |X)sition that investments 
shoidd be (allied at cost oi at fair \alue at date of eon- 
nibuiion. I'p until the final moments In foie the APB 
adion. the audit t,uide took the same |x>sition. TIk^ 
(r)mmitlee, howe\er, hadagieed eailiei that if cuiient 
maiket \alues coidd be (onsidered as an acceptable 
alu i nati\e tocost, the guide should t<ike that |M>Nition. 
Just befoie taking this action concerning the audit 
guide fr)i colleges and imi\er.sities, die APB bad agieed 
to allow maiket as an alternative in another audit 
guide foi another branch of the nonpiofit sectoi thai 
was being appicned for exix>sure. Thus, when it came 



to the college and university audit guide, the APB 
approved the inclusion of cUrrent market or fair values 
as an acceptable alternati\e to cost, provided this basis 
was used for all investments of all funds excepting, of 
course, investineni in physical plant. While current 
market or fair values are nc^t lequired and educational 
institutions can continue to use c ost as most have done, 
those wishing to apply the current market value basis 
to all investments will be able to do so. 

An aiea of some difference, although not particu- 
lar h significant in one sense, concerns the old aigu- 
ment about depreciation. The basic (oiuept in fund 
accounting of maintaining the segregation between 
( unent funds and plant huuls. and. theiefore. a com- 
plete reduction of current funds for all (apital outlay 
as financed from that .source, is carried foi ward in the 
audit guid(\ hi this lespect, it is the .same as the man- 
ual. On the other hand, the guide dcxs pio\ide for a 
metluxl of lecoiding depreciation in the investment 
in plant fund sid)group of the plant funds group, if 
the institution so desiies.. While this is not mandatoiy. 
it (k)es piovide an outlet for tho.se institiuions that 
feel it im|x>itant to record depiec iation in the maniiei 
of othei types of enteipri.ses. We belie\e that in the 
future this ma\ Ix'come a ie(iuiiement in (eitain fed- 
eral leimbuisement programs. I hus it seems In-ttei to 
piovide loi this method than to leave the subject 
unmentioneci. 

An area that was discussed at great length, and 
which lepiesents .somewhat of a letmn to an oldei 
(cHuept. (onuTiis hmds held in tiust In oiheis. Basi- 
(alh the audit gitide leopens the feasibilitx <A iiu hid- 
ing such funds in the l)<isi( fi^Mncial statements under 
certain cin umstaiues and in the pieseme of (citain 
t\|xs c)l claims, 

Instiuitions ojx'iated by leligious gioiips aie 
(hanging .some of thetf inethrxN. panic ulailx with 
respect to the lecoiding of (outiibuted senices, and 
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iherefore some changes from the manual are incorpo- 
rated in the guide. Further requirements for disclosure 
concerning the availability of physical facilities not 
owned by the institution and any related debt are in- 
corporai'd in the guide.. 

The endowment aica received a great deal of atten- 
tion foi obvious reasons. One of the changes that rep- 
resents a departure from the manual is the elimination 
of that form of endowment income stabilization re- 
serve which has l>een created by holding back pooled 
endowment income from the annual distribution to 
the income accounts. This type of reserve tends to dis- 
tort the reporting of current |x»riod earnings. It also 
results in the co-mingling of restricted and unre- 
stricted funds in a manner that makes it impossible to 
distinguish between them. Reser\ations of unre- 
si*^icted current funds to meet unexpected losses in 
endowment income in the future can still be estab- 
lished, but this would be done after all current period 
earnings had been recognized as revenues. 

The Treatmetil of Endowment Gains 

The more ticklish problem of dealing with endow- 
ment and similar fimds investment gains received not 
onl> a great deal of discussion, but has the longest 
treatment in the guide of any specific technical prob- 
lem. Actually, the guide winds up in exactly the same 
position as the manual by maintaining the traditional 
distinction between ordinary income going into the 
income accounts and gains and losses being accounted 
for in the principal accoimts. In addition, as is stated 
in the manual, any net gains or original principal of 
endowment and similar fimds appropriated for expen- 
diture would \yQ treated as a transfer from one fund 
gi^oup to another and not as revenue in the receiving 
fund. Therefore, the guide and manual are the same 
in their conclusions. The manual, however, did not 
give any extensive treatment to the most recent devel- 
opments in the field concerning total return and, as a 
result, a numlKT of institutions have begun to develop 
rather unique and imaginative styles of computation 
and re|x>rling of income from endowments. It seemed 
to the AICPA committee that some method of control- 
ing the situation was lequired until .something better 
could be developed. I shall return to this subject later. 

Another issue resulting in a difference between 
the guide and manual was the treatment of expired 
term endowments which become imrestricted funds 
upon the expiration of the endowment restriction. 
This condition is treated in the manual as a transfer 
to unrestricted current funds. The guide requires treat- 
ing this as new unrestricted funds and, therefore, un- 
restricte<l current fimds revenue in that year. A distinc- 



tion, howevei, should be made in the reports between 
such unexpired term endowments and othei gifts of an 
unre.strictcd natuie received during that peiiod. In this 
fashion, duplication of the reporting of total gifts will 
he avoided. 

Debt Services as Transfers 

Debt seivice on educational plant is treated diffei- 
ently in the audit guide. The guide calks for a treat- 
ment of debt service financed from curient funds on 
educational plant parallel to the treatment afforded to 
debt service on auxiliar> enterprise plant. The final 
conclusion on this, following particularly the recom- 
mendation of N ACL BO, is to tieat both types of debt 
service as transfers. However, the guide g<Ks fuither 
and distinguishes between transfers of this soit which 
are considered to be of a mandatoiy nature because of 
the bonded indebtedness and surrounding legal re- 
quirements and tiansfers which might be made at the 
discretion of the governing board onje year and not the 
next A similar mandatory transfei is the matching 
funds rc*quiied under National Defense Student Loan 
.rograin when financed from current unrestricted 
funds. These mandatory transfers are distinguished 
from other transfers of a voluntary nature which are 
treated separately in the statements. 

Another item of difference concerns provision for 
encumbrances. The audit guide provides that account- 
ing for encumbrances should be* in accordance with 
the accrual basis of accounting so that expenditures 
should indude only amounts associated with goods 
and services received and that liabilities include only 
the unpaid amounts associated with such expendi- 
tures. Provision for encumbrances, therefore, would 
remain on the balance sheet only as a reservation of 
f u nd ba 1 a nces or reser va t io n of appropi i a t ion ba la n ces . 
We received a number of comments frotn state institu- 
tions stating that they were required to treat these 
items otherwise. Yet in spite of repeated lequests by us 
for written documentation concerning such require- 
ments, nothing was presented to us in writing sup|X)rt- 
ing such a contention. Even in those eases where such 
requirements might be legally enforced, it seems to us 
that the institution should report in accordance v. ?h 
the law, but if it re.sulis in a substantial variation from 
generally accepted accounting principles, then the 
auditor should take an exception in his report. 

Annuity funds is another area which called for 
some changes from the manual. Annuity funds in- 
volve the obligation to make fixed payments. At any 
given date, the insti ution has a liability for the present 
value of all future payments estimated to be made 
over the lifetime of the annuitant. The actuarially 
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(iMiipmed lial)ilii> should Ix* leix^iwl and any excess 
of net assets ovei that liability would Ik* io|x)iied as 
a fund balanee. 

Agen(y funds have roiitinued to Ix* (onf using and 
th<u confusion seemed to us to Ix* toinpounded b> the 
iiianuaf?*iequiremeni to iejK)rt the changes in fund 
balances of such iunds. The guide makes the point that 
theie are no fund balances ically, but only liabilities 
foi amounts due to others. Thus, the term "fund bal- 
aiue** should not be associated with agency funds, and 
no statement of changes in fund balances is lequircd. 

The Decision on Pledges 

rhe subject of pledges produced a rather interesting 
siiuatjon. We were informed by the N ACUBO Account- 
ing Principles Committee that the recommendation 
in the ex|X)si»:o draft of the guide requiring the inclu- 
sion of pledges receivable in llie financial statements 
produced a unanimous agreement among all institu- 
tions of higher education for the first time. The unani- 
mous |K>sition> of course, was against such inclusion. 
After considering fully the arguments piesented by 
NACUBO, we changed the guide so that it naw pro- 
vides that pledges of a substantial amount should be 
disclosed in notes to the financial statements rather 
than including them within the statements as such un- 
less the net realizable amounts of such pledges could 
be determined. The assiimption is, in accordance with 
the representations of NACUBO and member institu- 
tions, that in most cases such detennination is not 
feasible. 

Current funds revenues and ex|X»nditures cate- 
gories were a subject on which the Institute committee 
l(x>ked to NACUBO for guidance entiiely so that what 
came out could be most useful to the industiy.. The 
changes incorporated in the guide included such 
things as grouping revenues and expt"nditures under 
two major sulxlivisions — edu( ational and gc"neral and 
auxiliary entei prises— with student aid being folded 
into cxlucational and general. Furthermore, revenues 
are now more nearly described by source. Certain func- 
tional terms, such as sponsored lesearch and other 
sponsored programs, h;'.ve been eliminated as revenue 
categories. Within educational and geneial expendi- 
luies, staff benefits is no longer shown sepaiately. 

Finally, the audit guide i.ncludes certain disclo- 
sure requirements to meet new opinions of the insti- 
tute's Accounting Principles Board which were issued 
after the 1968 Revision of CUBA was published. 

Now, some words about the future of financial re- 
porting for colleges and universities, h seems to me 
that with this audit guide we now have, for the first 
lime, a stronger tool to use in bringing about a higher 



degree of unifoiinity in financial lepoiting In institu- 
tions ol higher education. The audit guide will act as 
authoiitative literatuie which the indeixndent C.P.A. 
must pay attention to when he lendeis an opinion on 
financial statements of such institutions. .At the same 
time, because of the wa> we have woikcd so closely 
with NACUBO, it seems to nie that theie is a gi eater 
impetus to compliance with the audit guide, including 
the changes referred to eailier. 

In many ways, though, the audit guide is a Ix'gin- 
ning and not an end of an evolutionary prcxess that 
must continue. The guide is not an appiopriate 
vehicle for bieaking wholl> new ground or for explor- 
ing new concepts radicah^ diffeient from current 
established practice. There are at least five majoi areas 
of inquiry that I see calling foi much intensixe study. 
Let me mention them only briefly. 

The Use of Financial Statements 

First, there is the whole question of the way in 
which financial statements of colk»ges and univer- 
sities are used. Many times our committee memlx-rs 
debated this issue among themselves and with others 
and had to make many assumptions about who the 
readeisof the statements are and what their needs ^ue. 
Like all other siuiatioiis, one set of financial state- 
ments will not meet all needs of all readeis. We were 
dealitig with one vc»ry highly stylized type of financial 
leport, namely, the published annual lepoit. There 
are many other typ)es of reporting vehicles and many 
other ie|x)rting rec]uirements. A growing number of 
jx-ople are seriously questioning the fundamental as- 
sumptions inherent in the use of fund accounting as a 
basic |x)sture from which to express and view fitiancial 
activit) of colleges. These" people would prefer to see 
sometiung much more* like a business enterprise's 
financial statements, and one that combines many of 
the figures that are now shown separately, They feel 
that the reader isconfusexl by the multiplicity of fund 
groups, by the columnar form of statement presenta- 
tion, atid by the failure to readily identify a single 
figure which will summarize everything that has hap- 
|X"ned for the year. These same people feel that they 
are getting such information fioiii financial statements 
of business enterprises, and they want lO see the same 
thing in nonprofit organizations. CXTiainly business- 
men who are members of governing boaids of these 
institittions feel uneotiifortable and do not always 
have the patience or the time to lc»arn what the tradi- 
tional statements are tr>'ing to say.. And after the> 
leain, perhaps they are not really interested. 

One of the interesting observations here is that 
while these |KT.sons would see colleges move tnore 
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to what InisiiU'ss (iUi'rpiist's have doiu" in ilu" past, 
Inisiiu'ss fiun prist's, in turn, are tnrning away fiuin 
what th(*\ luivt* hirn doing and, in sonu* ways, have 
been nuning toward what colleges have been doing 
foi decades. The glowing iin|3oriance and precnii- 
neiue of the Maiemeni of souire and a'ppliraiion of 
hauls is one siu \\ indie aiion. This kind of information 
is ahead\ piovided vtry dearly by the statement of 
(hanges in (und !)alancesof a collegiv It is only now 
Ix'ginning to Ix* appreciated by business enterprises. 
Ne\er!heless. this is an aiea that needs a gieat deal 
more exploiation, inquiry ai:d debate. 

The Treatment of Total Return 

The second aiea that needs a great deal of reexami- 
nation is the (onrept of total retiiin and the attendant 
pro!)lem of ineoine definitioiK The audit guide con- 
tains an extiaoulinarily detailed treatment of the 
subiat in t!ie form of a summariziuion of what has 
happened in the past, antl where we stand at the pres- 
ent time. It holds on to the traditional method of a^- 
counting only because the committee could not see a 
clear path to some wholly new concept of the definition 
of income which was objectively detefminable. If the 
total retinn concept and other types of management 
strategies for contiolling investments are to Ix* success- 
fully (arrietl out, then some new method of dciermin- 
ini^ what income leally is must Ik* develo|X'd. The 
guide d(X's pnnide some excellent guides to the direc- 
tion in which fiuure iiujuiry must go. But such in- 
quiry woidd, of ne(e.ssit>, Ix a long, involved, and 
caiehd effoit befoie some wholly new Concept could 
be develojxd. Until it is develojxd, however, I believe 
that theie is going to be an awful lot of uiihappiness 
among those who aie auempiing to institute some of 
die moie esoierit approaches towaid investment 
management., 

Catej^orfes of Current tunds Revetmes ' Extyeuditxires 

The thud aiea needing further study (oiuetns the 
(ategoiiesof < uiient funds levemies and ex|X'nditiues. 
As was stated eailiei, the categories used in the guide 
(ame hom N.VCl'BO. These were leally lewoikings 
of the uaditional sounes and fum tions that have been 
used b> higliei education for decades. The work of 
WICHKand XCJIKMS, the em<"rging importanie oi 
pi<;gram budgeting w ith its attendant piogiair.TTassi- 
fication suiutiue, and the desire on the pan of some 
institiuions to be able to ( ompare piogram costs on an 
intei-instiuuional basis, uhimately must force a le- 
eXiiinmation of the wdy in which current funds expen- 
ditiues, at least, are reported in college financial 



repoits. Seauhing iiujuiiy in dusaiea is going to ha\e 
to take phue so dun people can decide what it is that 
the\ (an and shoidd Ix reporting to the public and 
what it is that is useful fot internal management. 

Couplifi(i^ Vinamuil and Statists al Information 

rhe foiuth area of^the re|x)iiing which is totalU 
unexploied as fai as I am (oiueined is that of (oiq:>ling 
finaiuial information with statistical infoimation so 
us to lelaie students, facidty, staff, pi \sical facilities, 
course offerings, and the like to the financial effects. 
The mou* I work with financial statements, the more 
I ha\ecome to believe that financial statements stand- 
ing alone can provide only a niininnnn of information 
to a leader who is seeking a thorough imdei standing 
of what is happening in the educational institution 
I suspect that the clay is not t(x> fai a wax when no fi- 
nancial report worthy of the name will Ix issued in 
the absence of coirelati\e statistical infoiination that 
breathes life into the financial data and makes the 
entile insdtution inoie undeistandable to the reader.: 

Greater I'niformity Among Nonprofits 

rhe fifth area of coiucm which has not >et Ixen 
dealt with adecjuately is the cjuestion of whethei there 
ought to Ix a gieater degree of unifoimity among all 
or many of the diffeient types of nonprofit oigani/a- 
iic3ns, among them Ixing colleges and univeisitiev As 
timegcxson, univeisitiesaie going lo ha\e to pay moie 
attention to what other types of nonpiofit institu- 
tions aie doing, and vkc uersa. 

* « « 

And so It seems to me that this audit guide marks, 
jxrhaps, the end of an eia, seeking to stabilize what 
can be accomnuxhited tcxhiy so that we c an inc3ve on 
with the question of what ought to Ix in the futuie.. 
Fortiuiaieh, accounting and financial repotting is an 
ait and not a science.. I'.ach clay we leain something 
new, scxietx's needs change, and we can change to 
meet these needs. Questioning the old, or wliat exists, 
IS always necessary. Btu, like other institnuons in 
v>c iety, we can only move forwaid hom a stiong basc\ 

My hope is that this audit guide will prcnide that 
fiim base u|x)n which \ou and others to come can 
build and that the pattern of mutual effort and suppoit 
that was established between your ptofession and ours 
in the coopeiati\e effoits of oui committees will pio- 
\ide a vehicle foi even greater progiess in theJuttire 
foi the advancement and impicnenient of financial 
lepoiting foi higher education. 



